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_____Alasl<a.Yl.,..AsSQCiatiQIJ~., _
4341 B Street, Suite 304

Anchorage, AK 99503
(907)563-4000
FA)( lI07)MZ-.3776

DOCKET ALE COPY ORIGINAl
July 17, 1997

William F. Catoo
Acting 8ecremry
Fedeall Communications Commission
1919 M SlIM, N.W.
Room 222
Washington, D.C. 2OSS4 '.- --

RE:

. . . . .",'~ . -

.. .',::' ':>~ r": .. _-,-~:
CC Docket No. 96-45, ~.s.'oilit~Bcri,~U~ersalsemce, Petition foe
Reconsideration ...,': .' i' ., .'.:~.. ; . . . ,'. - . . ~ "

Dear Mr. eaton:

.-,;
.. .. l" _
......:..:

.' .. ' . '-~ ~ ':"

. ~.'" ." .-.' ('., .... . .

The members of the ~,'t~CpIl~ ~i~~~y qffer some of their conc:ems
regarding the FCC~.~f~(a,.,1~, iB..~~. c'.':::':' ':' .. '

Very Troly Yo~ ....... :.~ :""~'-:~:;. :' '-. ~

. " .~
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James~....,
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Before the
Federal CommunicatioDs Commission

Washington, D.C. 20554

In the Matter of

Fedenl-Smr.e Board OIl

Universal service

)
)
)
)

CC Docket No. 96-4S

Petition for Rtami*PtiOR and
Rgest for garifjqtrion of the
Alaska Telephone AstOCiation

'Ibe Alaska Telephone Association (ATA), a 1Ddc association repRlSCllltin.J 22 Jocal exchanIe
caaieD in the S1ate of~ xespectfully petitions the Federal Communications
Commission (FCC) to reconsider and clarify aspects of its Rqxn1 and Qntc;rJ, released May
8,lm.

L IDterstate fundln& at 25 percent

The Rr,port and Order proposes to fund high cost support mechaDisms tIuOu&h a 2S perceat
intr.nmte contribution to -the difference between the cost of service defined by the applicable
forward-looking economic cost method less the national benchmark.-2 The
TeIecommlmications Act of 1996 clarly intaldcd tIud: UDl'fersal scnice is a natioual policy
and is to be fiJDded by redenl support mechanisms' Further, the Act specifically requires

ICC Docbt No. 96-45, RQgt and Order, FCC 97-157 (May 8, 1997).

~qxpt and Order, para. 833

»see Tdecommunicalions Act of 1996, §254(a)(I) which says in part, -inc1udiD& the
definitioa of the sc:rviccs that are supported by Federal [emphasis addcd) uni'Ycrsal service
support mochaDisms.•
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that such support shall be sufficient. Unquestionably, 25 percent of the requisite amount is
insufficient!

1be proposal constitutes a major Mluction in universal service funding from the int.ersblte
jurisdiction which cumntly pays 100 percent of the loop costs in~ of 150 percent of
the national average. A major portion of the nwenue rEquirement is thus shifted to the
intrastate jurisdiction. Rmal states, with lower population and therefore smaller market

bases, will be most effected. In Alasb,. between 30 and 40 million dollars will be shifted to
the intIaSlate jurisdiction. Requiring the State to ftmd an intnlst2t.e universal service fund of
30 to 40 million dollars will require a surcbaxge of between 8 and 10 dollars per month for
eve:cy access line in the State. For at least SO percent of the resicHmtiallines this will amount
to a 100 pen:ent local rate increase.

A plain reading of 1254 is that the universal service fund (USF) will finance the cost of the
new definition of universal service. The States are only requimd to fund 'an intrastate USP
wIleD the State imposea additional definitions and standardsS. The effect of the failure of the
interstate jurisdiction to folly fund universal service suppon will plecipitate tile failure of 1he
policy of universal service by shifting such significant costs to the individual ratepayer in
high cost areas that rates will not be affordable'. The impact of this cost shift (shottfa1l) on
a number of Alaska companies is presented in Attachment A of this Petition.

U. 1Smitlng the amount or general and administrative overhead costs

1be FCC bas impaired tile ability of incumbent Ioca1 exchange cmicrs (LEes) to mcovcr
their full cost of operation by limiting a single class of c::xpcnscs that may be included in
UDiva:sal service fuading. CoDcerned with increasinI expenses related to administratioa,
p1anniDg and regulatoty atfaits, the FCC mistakenly ooocludes that these e:xpemes have little

to do with fostering universal service and attempts to cap them based 011 an average, per line
fonnuJa. By its action the PCC fails to allow the full recovery of costs Idamd to developing
forward looking cost studies, pricing unbWldled demcuts, jusIifyiDg rural CGIDptioas,
planniDg for competition, and filing local rate cases which flow from the agency's on:Ien.

"see Tc'cPlnun'mirations Ad of 1296, §2S4(e) which says in part, -AtJy such suppm
should be explicit and sufficient to achieve the purposes of this section. -

SWid §2S4(f).

'ibid, §2S4(bXl) -Quality services should be available at just, reasonable, and a1bdable
I3.teS. •

AIIIIilI~' II . "1

cc DIlIDIh M-45.,... flr., Of 7Sm

.... 17.1_
,.2Gf4
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Altboup the FCC attempts to adjust its cap to .recopize the impact on smaIl camas, a
GVNW study indicates that only the relatively smal1a" carriers will expericncc USF
reductions under the FCC"s pJan7. The clear intent of Concress to limit the burden on
small, rural carriers and their customers is overlooked. NH;CSsary costs, which are not

rec:oYercd due to the FCC"s cap, are shifted to local subscribers causinC rates to rise to
unaffonfable levels.

DL CODtiDued indexed cap on the size of Universal 8errice FuDd

The indeud cap OIl the si2e of the fund undermines the principles of universal service. It
assumes that loop growth and c.banges in cost cbaxacferisdcs will be UIliform througbout tile
whole country. It fails to take into account the diversity of the serving amIS, differing
regional growth rates, disparate cost of living indexes, and the occ:urreoc:e of~ disasters
of the country like floods in the Midwest, hurricanes along the gulf coast and earthquakes in
Alaska aDd california that will impact the need for til. funds. 1bc only companies bema
kept whole am the ones that have cost and access line powth perfectly matched. It applies a
~y by substitutinl access line growth for actual cost. It ignores the fact that the cap was
Je8Cbed in the first quarter of 1997. It also creates an implicit subsidy for hi&b cost support
3DlOOI the members of the pool. It is contrary to §2S4(e) of the Act and it will inhibit
investment in intiastructtue and local rate increases.

IV. Pol'b.ble USF

PodabIe USF cannot be implemented without drlviDg up the costs to tbe incumbent's
I"t;UIIinjOI subscribers.. A competina carrier that enters an incumbent"s serving area can tab
the universal serWz funding, which is based on the incumbent's cost. for every customer it
(the c:ompe1itDr) captI1ta. It denies an incumbent the ability to recover costs incumd in
fulfilling a regulatory mandate (C8Irier of last IaOrt); a ta1cings issue. The costs cannot be
sp'rific for one c:miI::r if they are based· OIl another~'s actual costs. The revenues
cannot be sufticient if it is a =0 sum game with multiple eli&ibJe carriers. "Ibis pI3dice
violates the F"1fI:h Amendment of the Constitution aDd §2S4(b)(S) BDd §2S4<e) of the Act. Its
effect is to create a competitive disadvan1aae and deficient revenues for incumbent LEes, set
Ihe sI8ge for a potmtial defAult of biIlioas of doDars in gcm:mmaat loaDs, increase local
IafCS, and jeopardize the continued provision of universal service.

7GVNW Inc•• Petition for Reconsidelatioa, CC 96-45, Exhibit C.

AIIIIII t .......\'11 . •
cx:o.III&......u.~_p .r ....

W, 11.1917....J.,.
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v. Dial Equipment Minutes (DEM) and Long Term. Support (LTS) tl'aDSfened to the
USFpooI

Costs recovered through the USF are incumd by the Local Exchange Carrier (LBC) 24
months prior to receiving IeVCIlUC from the fund. DEM and L'IS recovered tbrouIh Access
Oatges are on a current basis. Under the new USF, a LEe that makes an investment in
switching upgrades cannot get cost recovery for two years. This was dooe without J:egaId
for the size and scope of small companies, therefore there is no transition. plan to cope witb
revenue short falls. There is no conelation between access line growth and DEM.
Additionally, unless the indexed cap on USF is rcinidalized for the increased costs of DEM
and LTS, the fund will be inadequate. This is a violation of §2S4(b)(S) and §2S4(e) of the
Act and its effect will be to inhibit investment in switching upgrades and create significant
interim JocaI mte increases..

VI. TIme Limit for State to Develop a Cost Chanderistic Model

Tbe Order' RlquUa a state to accept the FCC's model or declare by August l~t 1997 that it
will develop a forward-looking cost study for use in setting federal support for 1lOI1lU121
companies. The ATA supports the position Alasb Public Utilities Commission 011 this
issue.' The FCC should not limit the time for a state to develop a model.

The Alaska Telephone Association respectfully requests reconsidemtion or clarification of tile
IqPort and Order as discussed in this Petition.

RcspectfW1y submitted this 17th day of July 1997.

{b-y~
Executive Dixectol
Alaska Telephone Association
4341 B Stmet, SUite 304
Anchonge, AK 99503
907/S63-4000 PAX CX17/SQ-3716

'Pecitic. for ReconsideratioD and Request for Clarification of the Alasb Public Utilities
Commission, cc DocIret No. 96-45, p.2, 1.19 (July IS, 1997). .

AIIIIIa TeIIfII-" ..
cc o.cr-tca. -...s. ........, "5

J.I, 17.1_......
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BUSH-TELL
EstiInated Impact

FOfWaJd Looking USF ProceduIes
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Forward looking USF Procedures
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